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EXECUTIVE SUMMARY OF
GROOM CREEK WATER USERS ASSOCIATION

DOCKET nos. W-01865A-07-0385 AND W-01865A-07-0384

Groom Creek Water Users Association ("Groom Creek" or "Association") is located
approximately five miles southeast of Prescott, in Yavapai County. The Association provides
water service to approximately 228 customers, and it is not located in an Active Management
Area.

The  As s ocia tion propos e d to ta l ope ra ting re ve nue  of $ l5l,3 l6 , a  $94,184 or 164.9
percent, increase  over its  te s t yea r revenue  of $57,132. The  Associa tion's  proposed revenues  of
$151,316 re sult in a n ope ra ting income  of $106,992 for a  70.7 pe rce nt ope ra ting ma rgin. The
Associa tion's  reques ted ra te s  would increase  the  typica l 5/8 x 3/4-inch me te r re s identia l bill with
a  me dia n us a ge  of 1,532 ga llons  from $18.60 to $44.93 for a n incre a s e  of $26.33 or 141.6
pe rcent a s  shown on Schedule  BCA-5. The  Associa tion a lso reques ted authoriza tion to obta in a
$500,000 line  of cre dit a t a pproxima te ly 9.7 pe rce nt to fina nce  re pla ce me nt of ma ins , va lve s ,
service  lines and meters .

S ta ff recommends tota l opera ting revenue  of 88118,879, an increase  of $56,656, or 91.1
percent, above  the  adjus ted te s t yea r revenue  of $62,223. S ta ffs  recommended revenues  would
result in an ope ra ting income  of $79,525 for an ope ra ting margin of 66.9 pe rcent and produce  a
de bt se rvice  cove ra ge  ra tio ("DSC") of 1.25 on the  curre nt outs ta nding loa n of $141,306 a nd a
new $491,134 20-year amortizing loan a t 8.0 percent. S ta ffs  recommended ra tes  would increase
the  typica l 5/8- X 3/4-inch me te r re s ide ntia l bill with a  me dia n us a ge  of 1,532 ga llons  from
$18.60 to $29.29, an increa se  of $10.69 or 57.5 pe rcent, a s  shown on Schedule  BCA-5. S ta ffs
recommended ra tes and service  charges are  presented in Schedule  BCA-4 of this  report.

The  Associa tion's  engineering cos t e s timate  for a ll of the  proposed capita l improvements
is  $2,974,952 The  cos t e s tima te  for the  firs t pha s e , which S ta ff found to be  re a s ona ble  a nd
appropria te , is  $491,134.

S ta ff concludes  tha t a  line  of credit is  an inappropria te  financia l ins trument to finance  the
propos e d long-live d ca pita l improve me nts . S ta ff furthe r conclude s  tha t the  As s ocia tion 's
is sua nce  of a  long-te rm a mortizing loa n of a pproxima te ly 20-ye a rs  for the  $491,134 e s tima te d
cos t of the  firs t pha s e  ca pita l improve me nts  is  a ppropria te , is  within its  corpora te  P owe rs , is
compa tible  with the  public inte re s t, would not impa ir its  ability to provide  se rvice s  and would be
consis tent with sound financia l practices .

S ta ff re comme nds  tha t the  Commis s ion a uthorize  Groom Cre e k to obta in a n 18 to
22-year amortizing loan a t a  ra te  not to exceed 8.0 percent for an amount not to exceed $491,134
to finance  the  firs t phase  capita l improvements  and to deny the  reques t for authority to obta in a
$500,000 line  of credit.

S ta ff recommends  tha t the  Associa tion file  a  backflow prevention ta riff in the  font found
on the  Commiss ion's  we bs ite  a t .a zcc,gov/divis ions /utilitie s /forms /cross_c.pdf The  ta riff



s ha ll be  docke te d a s  a  complia nce  ite m in this  docke t within 45 da ys  of the  e ffe ctive  da te  of
decis ion in this  proceeding for review and ce rtifica tion by S ta ff.
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RATE  CAS E

Fact Sheet

Company:

Current Rates: Decision No. 62619, da ted June  9, 2000.
Type  of Owne rship: Associa tion

Loca tion: The  Compa ny is  loca te d a pproxima te ly five  mile s  s outhe a s t of P re s cott in Ya va pa i
County, Arizona . The  Associa tion is  not loca te d in a n Active  Ma na ge me nt Are a  ("AMA").

Rates  :

Permanent ra te  increase  applica tion filed: June  25, 2007
Current test year ended: December 31, 2006
Prior test year ended: December 31, 1998 (ra te  increase).

Mo n th ly  Ch a rg e s :

Curre nt
Rates

Company
Proposed

Rates

S ta ff
Recommended

Rates

Monthly Minimum Cha rge
5/8 X 3/4 - inch me te r

$14.00 $42.00 $22.50

G a llons  in  Min im um 0 1,000 0

Commodity Cha rge :
0 to 3,000 gallons (.-Er 1,000 gallons)
3,001 to 6,000 ga llons (per 1,000 ga llons)
6,001 to 10,000 ga llons (per 1,000 ga llons)
Ove r 10,000 ga llons (per 1,000 ga llons)

$3.00
$3.50
$4.00
$8.00

1,001 to 6,000 ga llons  (pe r 1,000 ga llons )
6,001 to 10,000 ga llons  (pe r 1,000 ga llons )
10,001 to 20,000 ga llons  (pe r 1,000 ga llons )
Ove r 20,000 ga llons  (pe r 1,000 ga llons )

$5.50
$8.00

$10.00
$12.00

0 to 3,000 ga llons  (pe r 1,000 ga llons )
6,001 to 10,000 ga llons  (pe r 1,000 ga llons )
Ove r 10,000 ga llons  (pe r 1,000 ga llons )

$4.43
$6.65

$16.00
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Typic a l re s ide n tia l b ill: Current
Rates

Company
Proposed

Rates

S ta ff
Recommended

Rates

Average  use  (2,433 ga llons)
Median use  (1,532 ga llons)

$21.30
$18.60

$49.88
$44.93

$33.28
$29.29

Customers:

Number of cus tomers  in prior te s t yea r (12/31/98): 215

Number of customers  in the  current tes t year (12/31/06): 228

Current test year customers by meter s ize :

5/8 X 3/4 -- inch 228

Seasonal customers: approximate ly 137 (60 percent)

Cus tome r notifica tion for fina ncing a pplica tion file d: None

Customer notifica tion for ra te  applica tion filed: June  25, 2007

Number of cus tomer compla ints  and/or opinions  conce rning ra te /financing applica tions  ilea : 3.

Percentage of complaints  to customer base: 1%

S umma rv o f Filing

Th e  te s t year results , as a d ju s te d  b y th e  Ariz o n a  C o rp o ra tio n Commiss ion
("Commiss ion") Utilitie s  Divis ion ("S ta ff"'), for Groom Cre e k Wa te r Use rs  Associa tion ("Groom
Cre e k" or "Associa tion") show tota l ope ra ting re ve nue  of $62,223 a nd a n ope ra ting income  of
$22,870 on a n Origina l Cos t Ra te  Ba se  ("OCRB") of $31,385 for a n ope ra ting ma rgin of 36.75
percent, as  shown in Schedule  BCA-1.

The  Associa tion's  proposed ra tes  would produce  tota l opera ting revenue  of $151,316 and
ope ra ting income  of 3106,992, or a  70.71 pe rcent ope ra ting margin. The  Company's  proposed
ra te s  would increase  the  typica l re s identia l bill, with a  median usage of 1,532 ga llons , by $26.33
from 8318.60 to $44.93, as shown in Schedule  BCA-5.

S ta ff s  recommended ra tes  would increase  the  typica l 5/8 x 3/4-inch mete r re s identia l bill
with a  me dia n us a ge  of 1,532 ga llons  from $18.60 to $29.29, a n incre a s e  of $10.69 or 57.5
pe rce nt, a s  s hown on S che dule  BCA-5. S ta ff re comme nds  ra te s  tha t would produce  tota l
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ope ra ting revenue  of $118,879, ope ra ting income  of $79,525 and an ope ra ting margin of 66.90
pe rce nt. The  typica l re s ide ntia l bill with a  me dia n us a ge  of 1,532 ga llons  would incre a s e  by
$10.69, or 57.5 percent, from $18.60 to $29.29 as  shown in Schedule  BCA-5.

Background

Groom Cre e k is  a n Arizona  As s ocia tion e nga ge d in the  bus ine s s  of providing wa te r
se rvices  in a reas  loca ted approximate ly five  miles  southeas t of Prescott, in Yavapa i County. The
As s ocia tion re ce ive d its  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N") in De cis ion No.
53067, da te d June  9, 1982. Groom Cre e k's  curre nt ra te s  we re  e s ta blis he d in De cis ion No.
62619, da ted June  9, 2000, Presently the  Associa tion has  one  Commiss ion-approved long-te rm
debt.

On June  25, 2007, Groom Creek filed both a  financing applica tion and an applica tion for
a  pe rma ne nt ra te  incre a se . On July 25, 2007 S ta ff file d a  Le tte r of Insufficie ncy. S ta ff is sue d a
Le tte r of S ufficie ncy Augus t 10, 2007. The  fina ncing a pplica tion a nd the  a pplica tion for a
pe rmanent ra te  increase  were  combined pe r a  P rocedura l Orde r issued on November 30, 2007,
a nd the  time  clock in  th is  ma tte r wa s  s us pe nde d. A s ubs e que nt P roce dura l Orde r da te d
De ce mbe r 27, 2007, dire cte d S ta ff to tile  its  re port by J a nua ry 31, 2008. The  Associa tion
provide d e vide nce  in its  Applica tion tha t cus tome rs  ha d be e n notifie d of the  filing for the  ra te
case  by mail on June 25, 2007.

S ta ffs  re vie w re ve a le d tha t the  Compa ny doe s  not ma inta in a de qua te  re cords  a nd could
not produce  supporting documenta tion for its  plant additions  and re tirements . The  Associa tion's
re co rdke e p ing  is  no t in  complia nce  with  the  Na tiona l As s oc ia tion  o f Re gu la to ry Utility
Commiss ione rs  ("NARUC") Uniform S ys te m of Accounts  ("US OA).

Consumer Services

S ta ff re vie we d the  Commiss ion's  re cords  a nd found e ight compla ints  (one  billing, one
ne w se rvice , four qua lity of s e rvice , a nd two de pos its ) a nd four opinions  (one  in fa vor of ra te
incre a se  a nd thre e  oppose d to the  ra te  incre a se ) for the  pe riod Ja nua ry l, 2004 to Ja nua ry 30,
2008.

Engineering Analvsis and Recommendations

S ta ff ins pe cte d the  As s ocia tion 's  pla nt fa cilitie s  on Augus t 21, 2007. A comple te
discuss ion of S ta ff" s  technica l findings  and recommenda tions  and a  comple te  description of the
water system are  provided in the  a ttached Engineering Report (Attachment A).

Sta ff recommends tha t the  Associa tion use  Sta ffs  deprecia tion ra tes  as  shown in Table  B
of the  Engineering Report.
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S ta ff re comme nds  a pprova l of S ta ffs  S e rvice  Line  a nd Me te r Ins ta lla tion Cha rge s  a s
shown in Table  C of the  Engineering Report.

The  As s ocia tion ha s  s ubmitte d ADEQ docume nta tion s ta ting tha t the  As s ocia tion is
de live ring wa te r tha t me e ts  the  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive
Code , Title  18, Chapte r 4.

S ta ff recommends  tha t the  Associa tion file  a  backflow prevention ta riff in the  form found
on the  Comnlis s ion's  we bs ite  a t vvvvwa zcc.gov/divis ions /utilitie s /fonns /cross  c.pdf. The  ta riff
s ha ll be  docke te d a s  a  complia nce  ite m in this  docke t within 45 da ys  of the  e ffe ctive  da te  of
orde r in this  proceeding for review and ce rtifica tion by S ta ff

Compliance

Groom Creek is  current on its  Utilitie s  and Corpora tions  annua l reports . Groom Creek is
a lso current on its  sa les and property tax payments.

The  U.S . Environme nta l P rote ction Age ncy a nnounce d tha t the  a rs e nic s ta nda rd in
driiNdng wa te r will be  re duce d from 50 pa rts  pe r b illion  ("ppb") to  10  ppb by 2006. The
Associa tion reported a rsenic concentra tion for its  two we lls  a t le ss  than l pa rt pe r billion ("ppb").
Ba s e d on this  a rs e nic conce ntra tion, the  As s ocia tion is  in complia nce  with the  ne w a rs e nic
standard of 10 ppb.

Decis ion No. 62619, da ted June  09, 2000 authorized the  Associa tion to colle ct $450 for
se rvice  line  and me te r ins ta lla tions . The  Associa tion had 215 cus tomers  a t the  end of 1998 a rid
curre ntly s e rve s  a pproxima te ly 228 cus tome rs , a n incre a se  of 13 cus tome rs . The  Associa tion
reported a  ba lance  of $9,536 in the  me te r and me te r ins ta lla tion account and did not adjus t the
ba lance  down to $6,921 per the  prior Decis ion No. 62619.

The  Cha irma n of the  Associa tion a cknowle dge d tha t s e rvice  line  a nd me te r ins ta lla tion
cha rges  had been collected prior to the  e lection of the  current Associa tion Boa rd. The  s ta tus  of
re funds  to cus tomers  is  unknown and no records  rega rding re funds  were  ma inta ined. S ince  the
curre nt As s ocia tion Boa rd took office , Groom Cre e k ha s  colle cte d s e rvice  line  a nd me te r
ins ta lla tion cha rge s  from two cus tome rs . A pa rtia l re fund ha s  be e n ma de  to  one  of thos e
customers and no refund is yet due to the  second customer.

Rate Base

S ta ffs  a djus tme nts  de cre a s e d the  As s ocia tion's  propos e d ra te  ba s e  by $28,664 from
$60,049 to $31,385 a s  shown in S che dule  BCA-2, pa ge  1. De ta ils  of S ta ff"s  a djus tme nts  a re
discussed below.

P la nt In S e rvice - Adjus tme nt A re cla s s ifie s  the  pla nt in s e rvice  to re fle ct the  ba la nce s
a uthorize d in the  prior ra te  ca s e , De cis ion No. 62619, a s  the  be ginning ba la nce s  a nd makes
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a djus tme nts  to re move  uns upporte d pla nt a dditions  a nd re tire me nts  s ince  the  la s t te s t ye a r
through the  e nd of the  curre nt te s t ye a r tota ling $12,564. Adjus tme nt B a dds  $400 to P owe r
Opera ted Equipment to re flect the  tota l of invoices  supporting plant additions .

Accumula te d De pre cia tion - Adjus tme nt C incre a s e s  Accumula te d De pre cia tion by
$20,279 from $237,630 to $257,909 a s  shown in sche dule  BCA-2, pa ge  3. S ta ff ca lcula te d its
ba la nce  by be ginning with the  ba la nce s  a uthorize d in the  prior ra te  ca s e  a nd a pplying the
authorized depreciation ra tes to Staff" s  recommended plant balances for the  intervening years .

Working Ca pita l .-- Adjus tme nt D provide s  a  ca sh working ca pita l a llowa nce  of $4,579
ba s e d on the  formula  me thod. The  formula  me thod re cognize s  one -e ighth of the  ope ra ting
e xpe nse s  e xcluding de pre cia tion, ta xe s , purcha se d powe r e xpe nse s  plus  one  twe nty-fourth of
purchased power expenses . Groom Creek did not cla im a  cash working capita l a llowance .

Operating Income Statement

Sta ff' s  adjus tments  increased the  Associa tion's  proposed ope ra ting income  by $10,062
from $12,808 to $22,870 a s  shown in Schedule  BCA-3 page  1. De ta ils  of S ta ffs  adjus tments  to
operating revenues and expenses are discussed below.

Operating Revenue

Me te re d Wa te r Re ve nue .- Adjus tme nt A incre a s e s  me te re d re ve nue  by $5,091, from
$55,902 to $60,903, to re flect the  revenue  gene ra ted by the  te s t yea r billing de te rminants  in the
As s ocia tion's  filing.

Operating Expenses

S ta ffs  a djus tme nts  to ope ra ting e xpe ns e s  re s ulte d in a  ne t de cre a s e  of $8,972 from
$44,324 to $39,353.

Purchased Power .-- Adjus tment B decreases  this  account by $50, from $3,501 to $3,451
to reflect the  aggregate  of the  test year purchased power invoices.

Repair and Maintenance Expense - Adjus tment C increases  this  account by $1,316, from
$2,426 to $3,742, to recognize the  tota l of the  test year supported expenses.

Office  Supplies  Expense - Adjus tment D decreases  this  account by $592, from $1,388 to
$796, to reflect the  tota l documented test year expenses.

Outs ide  Se rvice s - Adjus tme nt E  incre a s e s  th is  a ccount by $192, firm $20,171  to
$20,363, to remove  an unsupported amount of $60 and to re fle ct $252 recla ss ified from wa te r
testing expense.
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Wa te r Te s ting -- Adjus tment F reduces  wa te r te s ting expense  by $252, from 282,208 to
$1,956, to re cla s s ify contra cte d ope ra tor e xpe nse s  a s  dis cus se d in the  a tta che d Engine e ring
Re port.

Deprecia tion Expense - Adjus tme nt G de cre a se s  this  a ccount by $4,008 from $4,871 to
3863, a s  s hown on S che dule  BCA~3, pa ge s  1 a nd 3. This  a djus tme nt re fle cts  a pplica tion of
Sta ffs  recommended deprecia tion ra tes  as  shown in Table  B of the  Engineering Report to S ta ff' s
recommended depreciable  plant ba lances on a  going forward basis .

Income Tax Expense -- Adjustment H decreases  this  account to by $1,578 from $1,578 to
$0 to re move  income  ta x e xpe nse  cla ime d for which the  Associa tion should not be  lia ble . The
Associa tion has  not applied for income tax exemption under the  Inte rna l Revenue  Code , Section
501 (C) as  it should have .

Revenue Requirement

S ta ff re comme nds  tota l ope ra ting re ve nue  of $118,879, a  $56,656 or 91.05 pe rce nt
incre a se  ove r the  S ta ff a djus te d te s t ye a r ope ra ting re ve nue  of $62,223. S ta ffs  re comme nde d
re ve nue  provide s  a n ope ra ting income  of $79,525 a nd ope ra ting ma rgin of 66.90 pe rce nt a s
shown in Schedule  BCA-1. S ta ffs  recommended revenue  produces  a  pro forma 1.25 DSC on the
current outstanding loan of $141 ,306 and a  new $491,134 20-year amortizing loan a t 8.0 percent]
and it would provide  sufficient ca sh flow for a ll obliga tions  .

Ra te  Des ign

Schedule  BCA-4 presents  a  comple te  lis t of the  Company's  present, proposed, and Staffs
recommended rates and charges.

The  present ra te  des ign is  an inverted three -tie r commodity ra te  s tructure  with breakover
points  a t 3,000, 6,000 and 10,000 ga llons  for a ll mete r s izes  with no ga llons  in the  minimum.

The  As s ocia tion propos e s  to continue  us e  of a  four-tie r ra te  s tructure . Howe ve r, the
propose d ra te  s tructure  ha s  bre a kove r points  a t 3,000, 6,000 a nd 10,000 ga llons  for a ll me te r
s ize s  with 1,000 ga llons  in the  minimum. The  Associa tion's  propose d ra te s  would incre a se  the
me dia n us a ge  (1,532 ga llon) 5/8 x 3/4-inch me te r re s ide ntia l cus tome r's  bill from $18.60 to
$44.93, for an increase of $26.33 or 141 ,6 percent.

S ta ff re comme nds  A thre e -tie r inve rte d ra te  s tructure  for 5/8 x 3/4-inch a nd 3/4-inch
me te rs  a nd a  two-tie r inve rte d ra te  s tructure  for la rge r me te rs . Curre ntly, a ll cus tome rs  a re
se rved by 5/8 x 3/4-inch mete rs . The  breakover points  for 5/8 x 3/4-inch mete rs  a re  a t 3,000 and
10,000 ga llons . S ta ffs  re comme nde d ra te s  would incre a se  the  me dia n usa ge  (1532 ga llons )

I The $491,134 loan is  discussed below.
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5/8 x 3/4-inch me te r re s identia l cus tomer's  bill from $18.60 to $29.29, an increa se  of $10.69 or
57.5 percent.

The  Associa tion propose s  ne w se rvice s  line  a nd me te r ins ta lla tion cha rge s  a s  shown in
Schedule  BCA-4. S ta ff recommends  approva l of the  "tota l" cha rges  a s  shown in Table  C of the
Engineering Report, with separa te  ins ta lla tion charges  for the  se rvice  line  and ins ta lla tions .

The  Associa tion proposes  to increase  se rvice  charges  for Establishment Fee  from $10 to
$75. Staff finds $30 as a  reasonable  and normal charge and recommends it.

The  Associa tion proposes  to increase  se rvice  charges  for Reconnection (de linquent) from
$10 to $50. Staff finds $40 as a  reasonable  and normal charge and recommends it.

The  Associa tion propose s  to incre a se  Me te r Te s ts  (if corre ct) from $7.50 to $25. S ta ff
finds $25 as a  reasonable  and normal charge and recommends it.

The  Associa tion propose s  to incre a se  se rvice  cha rge s  for Re -e s ta blishme nt (Within 12
months) from $14 to $75. S ta ff finds $30 as a  reasonable  and nonna charge and recommends it.

The  Associa tion proposes  to increase  NSF charges  from $25 to $40. S ta ff finds  $40 as  a
reasonable  and normal charge and recommends it.

The  Associa tion propose s  to incre a se  De fe rre d P a yme nts  (pe r month) from $5 to $10.
Staff finds 1.50 percent per month as a  reasonable  and normal charge and recommends it.

The  As s ocia tion propos e s  to incre a s e  Me te r Re ~re a ds  (if corre ct) from $5 to $25.00.
Staff finds $25 as a  reasonable  and normal charge and recommends it.

The  Associa tion proposes  to increase  la te  payment charge-per month from $5 to $10.00.
Staff finds 1.50 percent per month as a  reasonable  and normal charge and recommends it.

Staff Recommendations

Staff recommends :

Approva l of S ta ff" s  ra te s  and cha rges  a s  shown on Schedule  4. In addition to collection
of its  re gula r ra te s  a nd cha rge s , the  As s ocia tion ma y colle ct from its  cus tome rs  a
proportiona te  s ha re  of a ny privile ge , s a le s  or us e  ta x pe r Commis s ion Rule  (14-2-
409D.5).

Tha t the  Commiss ion orde r Groom Creek to ma inta in its  records  in accordance  with the
Na tiona l As s ocia tion of Re gula tory Utility Commis s ione rs  ("NARUC") Unicorn S ys te m
of Accounts  ("US OA").
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• Authoriza tion of the  deprecia tion ra tes  shown in Table  B of the  Engineering report.

Tha t the  As s ocia tion file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a
schedule  of its  approved ra tes  and charges within 30 days a fte r the  Decis ion in this  matte r
is  issued.

Tha t the  Associa tion inquire  of cus tomers  tha t a re  not currently reported a s  having pa id
a dva nce s , whe the r the y ha ve  writte n docume nta tion s howing the ir na me , da te , a nd
a mo u n t p a id  fo r me te r a rid  s e rvice  lin e  in s ta lla tio n s . If c u s to me rs  h a ve  th e
documenta tion, then the  Associa tion should adjus t its  records  and re fund the  cus tomers
the  amounts  due , ca lcula ted in accordance  with Commission rules  within 60 days.

S ta ff re commends  tha t the  Associa tion file  a  backflow prevention ta riff in the  font found
on the  Commiss ion's  website  a t vvvmvazcc.gov/divis ions /utilitie s /forms/cross_c.pd;f.  Th e
ta riff sha ll be  docke ted as  a  compliance  item in this  docke t within 45 days  of the  e ffective
da te  of the  orde r in this  proceeding for review and ce rtifica tion by S ta ff

FINANCING

In tro d u c tio n

On J une  25, 2007, Groom Cre e k file d a  fina ncing a pplica tion with the  Commis s ion
re que s ting a uthoriza tion to obta in a  line  of cre dit in the  a mount of $500,000 for a  wa te r ma in
replacement project.

The  Associa tion's  enginee ring cos t e s tima te  for a ll of the  proposed capita l improvements
is  $2,974,952. The  cos t e s tima te  for the  firs t pha s e , which S ta ff found to be  re a s ona ble  a nd
appropria te , is  $491,134.

Public  Notice

Groom Cre e k ha s  not notice d its  cus tome rs  re ga rding the  fina ncing a pplica tion.
Associa tion should notice  its  cus tomer for the  financing applica tion.

The

Purpose and Terms of the Proposed Financing

The  Associa tion is  reques ting a  line  of credit approva l in the  amount of $500,000 a t 9.7
percent inte res t for a  wa te r dis tribution main replacement project tha t will cons is t of:

Replacement of a ll Transite  pipes with PVC,
Ins ta lla tion of ga te  va lves  and blow-off va lves .
Replacement of a ll exis ting se rvice  lines .
Replacement of Water Meters .
Ins ta lla tion of 43 remaining se rvice  taps  for future  se rvices .

•

•

•

•

•
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The  Associa tion is  proposing to increase  s torage  tank capacity and ins ta ll fire  hydrants  on
the  new dis tribution ma ins .

Enginee ring Ana lvs is

S ta ff examined the  firs t phase  of the  cons truction plans  and e s tima ted cos t of $491,134
for the  Groom Creek's  construction projects  and found them to be  reasonable  and appropria te . A
comple te  dis cus s ion of the  cons truction proje cts  a nd cos ts  a re  dis cus s e d in  the  a tta che d
Engine e ring Me mora ndum. S ta ff ma ke s  no "us e d a nd us e ful" de te rmina tion of the  propos e d
plant and no particular future  trea tment should be  inferred for ra te -making or ra te  base  purposes.

Financ ia l Ana lvs is

S ta ff"s  a na lys is  is  ba s e d on Groom Cre e k's  fina ncia l s ta te me nts  da te d De ce mbe r 31,
2006. The  financia l ana lys is  shown on Schedule  BCA-6 pre sents  se lected financia l informa tion
from the  financia l s ta tements  and the  pro Ronna  effect of the  proposed $491,134 loan with Staffs
recommended revenues and expenses from the  ra te  case . Schedule  BCA-6 a lso shows the  capita l
s tructure  and debt se rvice  coverage  ("DSC") and times  inte res t ea rned ("TIER") ra tios .

Capital Structure

At De ce mbe r 31, 2006, Groom Cre e k's  ca pita l s tructure  cons is te d of 3.3 pe rce nt short-
te rm de bt, 66.1 pe rce nt long-te rm de bt, a nd 30.7 pe rce nt e quity. Groom Cre e k's  dra wing the
entire  proposed loan of $491,134 would re sult in a  pro forma  capita l s tructure  comprised of 2.6
pe rce nt s hort-te nn de bt, 92.4 pe rce nt long-te nn de bt a nd 5.0 pe rce nt e quity a s  s hown on
Schedule  BCA-6.

Interest and Debt Service Coverage

S ta ff a lso e xa mine d the  e ffe cts  of the  propose d fina ncing on the  Compa ny's  TIER a nd
DS C.

DS C re pre s e nts  the  numbe r of time s  inte rna lly ge ne ra te d ca s h (i.e ., e a rnings  be fore
inte re s t, income  ta x, de pre cia tion a nd a mortiza tion e xpe ns e s ) cove rs  re quire d principle  a nd
inte re s t pa yme nts  on de bt. A DS C gre a te r tha n 1.0 me a ns  ope ra ting ca sh flow is  sufficie nt to
cover debt obliga tions .

TIER represents  the  number of times earnings before  income tax expense  covers  inte rest
expense  on debt. A TIER grea te r than 1.0 means  tha t ope ra ting income  is  grea te r than inte re s t
expense . A TIER less  than 1.0 is  not sus ta inable  in the  long te rm but does  not necessa rily mean
that debt obliga tions cannot be  met in the  short te rm.

Schedule  BCA-6 shows tha t for the  year ending December 31, 2006, Groom Creek had a
1.82 TIER a nd a  1.34 DS C. The  pro forma  a na lys is  shows  tha t S ta ffs  re comme nde d re ve nue
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with a  fully drawn $491,134 20-year, 8 pe rcent amortizing 10a11 results  in a  pro forma  TIER and
DS C of 1.70 a nd 1.25, re s pe ctive ly. The  pro forma  TIER a nd DS C s how tha t Groom cre e k
would have  adequate  cash How to meet a ll obliga tions including the  proposed debt.

Conclusions and Recommendations

Sta ff concludes  tha t a  line  of credit is  an inappropria te  financia l ins trument to finance  the
proposed long-lived capita l improvements . S ta ff furthe r concludes  tha t issuance  of a  long-te rm
a mortizing loa n of a pproxima te ly 20-ye a rs  for the  $491,134 e s tima te d cos t of the  firs t pha s e
capita l improvements  is  appropria te , is  within its  corpora te  Powers , is  compa tible  with the  public
inte re s t, would not impa ir its  a bility to provide  s e rvice s  a nd would be  cons is te nt with s ound
financia l practices .

S ta ff re comme nds  tha t the  Commis s ion a uthorize  Groom Cre e k to  obta in a n 18 to
22-year amortizing loan a t a  ra te  not to exceed 8.0 percent for an amount not to exceed $491,134
to finance  the  firs t phase  capita l improvements  and to deny the  reques t for authority to obta in a
$500,000 line  of credit.

S ta ff furthe r recommends  authorizing Groom Creek to engage  in any transactions  and to
execute  any documents necessary to effectuate  the authorizations granted.

S ta ff furthe r re comme nds  tha t thirte e n copie s  of the  e xe cute d loa n docume nts  be  file d
with Docke t Control, a s  a  Compliance  item in this  docke t, within 60 days  of the  execution of any
transactions
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Docket No. W-01865A-07-0385 a. 07-0384
Test Year Ended December 31, 2006

Groom Creek Water Users Association

F

Schedule BCA-1

Y

-- Present Rates -- -- Proposed Rates --

Revenues:
Metered Water Revenue
Unmetered Water Revenue
Other Water Revenues

Total Operating Revenue

Operating Expenses:
Operation and Maintenance
Depreciation
Property a Other Taxes
Income Tax

Total Operating Expense

Operating Income/(Loss)

Rate Base O.C.L.D.

Rate of Return - O.C.LD.

Times Interest Earned Ratio (Pre-Tax)

Debt Service Coverage Ratio (Pre-Tax)

Operating Margin

noTEs; 1. The times interest earned ratio (TIER) represents the ability of the
Company to pay interest expenses before taxes.

2. Operating Margin represents the proportion of funds available to
pay interest and other below the line or non-ratemaking expenses,

Q



Net Plant $59,278 .§$26'0352§($33,243)

Total Deductions so$0 $0

§§$5;850Total Additions $771 $4,579

.4

,38
.~wu1n ,*8 v . e

:
fn .

'f/¥

3JRate Base $$60,049 ($28,6B4)

Groom Creek Water Users Association
Docket No. W-01865A.07-0385 & 07-0384
Test Year Ended December 31, 2006

Schedule BCA-2
Page 1 of 3

. Original Cost -
Company Adjustment Staff

Plant in Service $296,908 ($12,964) A,B $283,944

Less:
Acc um. Depreciation 237,630 20,279 C 257,909

Less:
Plant Advances
Accumulated Deferred Income Taxes

$0
0

$0
0

$0
0

Total Advances $0 $0 $0

$0 $0 $0Contributions Gross
Less:
Amortization of CIAC 0 0 0

Net CIAC $0 $0 $0

Plus:
1/24 Power ($0) $144 D $144

1/8 Operation a Mai ft, 32 4,435 D 4.467

Inventory 0 0 0

Prepayments 740 0 740

Explanation of Acyustment:

Refer to Schedule BCA-2, Page 2.

Refer to Schedule BCA-2, Page 2.

Refer to Schedule BCA-2, Page 3.

To provide cash working capital allowance based on the formula
method.
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,  . g

Schedule BCA»2
Page 2 of 3

Company
Exhibit Adjustment

Staff
Adjusted

301 Organization
302 Franchises
303 Land & Land Rights
304 Structures & Improvements
307 Wells & Springs
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs & Standpipes
331 Transmission & Distribution Mains
333 Services
334 Meters & Meter Installations
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Misc. Equipment
340 Office Furniture & Equipment
341 Transportation Equipment
343 Tools Shop & Garage Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
34B Other Tangible Plant
105 C,WlP,

$0
0

18_000
8.953

14.908
25,331

0
56.515
94.671

0
9.536

0
0

50.158
710

0
7.550

O
10.576

0
0
0
0

$12,579
0

(6,000) A
(321)

(5,770) A
(18,670) A

728 A
(11,454) A
33,152 A
29,795 A
(2,515) A

0
0

(46,245) A
734

0
(5,777) A

0
4,900 A,B

0
0
0
0

A $12,579
0

12,000
8,632
9,138
8,661

728
45.061

127,823
29,795
6,921

0
0

3,913
1,444

0
1,773

0
15,476

0
0
0
0

TOTALS $296,908 $ (12,964)
2

Explanation of A¢uustmenf:

A To reclassify the plant in service to retiest the balances authorized in the prior rate
case (Decision No. 62619) as the beginning balances and to remove unsupported
additions and retirements through the end of the test year.

(46,245)
734

(5,777)

4,500

Adjustments for plant additions and retirements are as follows;
Account # Adjustments

301 $ 12,579
302 $ -
303 $ (5,000)
304 $ (321)
307 S (5,770)
311 $ (15,670)
320 $ 72B
330 $ (11,454)
331 $ 33,152
333 $ 29,795
334 $ (2,615)
335 $ -
336 $
339 $
340 $
341 $
343 $
344 $
345 $
346 $
347 $
348 $
105 $

Total $ (133364)

To recognize $400 the total of invoices Supporting plant additions.

l a
.1



ACCUMULATED DEPRECIATION

Accumulated Depreciation - Per Company
Accumulated Depreciation - Per Staff

Docket No. W-01865A-07-0-85 & 07-0384
Test Year Ended December 31, 2006

Groom Creek Water Users Association

» .

To ta l Ad ju s tm e n t

Schedule BCA-2
Page 3 of 3

$237,630
257,909 C

Amount

Explanation of Act/stmenf:

C Staff calculated accumulated depreciation using the balances authorized
in the prior rate case (Decision No. 62619) as the beginning balances and
applying the authorized depreciation rates to Staff's recommended plant
balances for the intervening years.

ACCT
Staff Company Staff
Calculated Application Adjustment
$ 7.698 $ - $ 7,698

8,953
11,402
25,331

8,632
9,138
8.661

728
45,061

127,823
29,795
6,921

55,784
81,925

9,536

(321)
(2,264)

(16,670)
728

(10,723)
45,898
29,795
(2,615)

3.913
1,444

37,876
527

(33,963)
917

No. Description
301 intangibles
303 Land and Land Rights
304 Structures and improvements
307 Wells and Srings
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs 8t Standpipes
331 Transmission and Distribution Mains
333 Services
334 Meters and Meter Installation
335 Hydrants
339 Other Plant and Miscellaneous Equipment
340 Office Furniture and Fixtures
341 Transportation Equipment
343 Tools and Work Equipment
345 Power Operated Equipment
346 Communications Equipment
348 Other Tangible Plant
105 C.W.l.P.

Total

1.773
6,322

2,518
3,777

(745)
2,545

$ 257,909 $237,630 $ 20,279
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Docket N0_ W-01865A-07-0385 a. 07-0384
Test Year Ended December 31, 2006

Groom Creek Water Users Association

Operating Expenses:
601 Salaries and Wages
610 Purchased Water
615 Purchased Power
618 Chemicals
620 Repairs and Maintenance
621 Office Supplies & Expense
630 Outside Services
635 Water Testing
641 Rents
650 Transportation Expenses
657 Insurance - General Liability
659 Insurance - Health and Life
666 Regulatory Commisssion Expense - Rate Case
675 Miscellaneous Expense
403 Depreciation Expense
408 Taxes Other Than Income
408.11 Property Taxes
409 Income Tax

Revenues:
461 Metered Water Revenue
460 Unmetered Water Revenue
474 Other Water Revenues

Total Operating Revenue

Total Operating Expenses

§;8 8 94. 5 8
59 '. ,\go\ *+: 3 8

Company
Exhibit

$44,324

$57,132

$55,902
0

1.230

$0
0

3,501
0

2.426
1,888

20,171
2,208

0
0

1,460
0
0

4,220
4,871

0
2,502
1,578

Staff
Adjustments

($4,972)

-

$5,09t

$5,091
0
0

$0
0

(50)
0

1,316 C
(592) D
192 E

(252) F
0
0
0
0
0

(0)
(4,008) G

0
0

(1,578)

~ME

Schedule BCA-3
Page 1 of 4

H

A

B

Staff
Adjusted

$60,993
0

1.230

$0
0

3,451
0

3,742
796

20,363
1,956

0
0

1 ,460
0
0

4,220
863

0
2,502

0

Othe
419
421
427

XX
426

r Income/(Expense):
Interest and Dividend Income
Non-Utility Income
Interest Expense
Reserve/Replacement Fund Deposit

Miscellaneous Non-Utility Expense

$5,330
0

7,910
0
0

$0
0

(0)
10,005

0

$4,590
0

7,910
10,005

0

Total Other Income/(Expense) ($2,580) ($10,004) ($13,325)
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98 r

Schedule BCA~3
Page 2 of 4

A METERED WATER REVENUE .. Per Company
Per Staff

$55,902
60,993 $5,091

To reflect the revenue generated by the test year billing
determinants.

B PURCHASED POWER
Per Staff

Per Company $3,501
3,451 ($50)

To reflect the aggregate of the test year purchased power
invioces.

C REPAIRS AND MAINTENANCE - Per Company
Per Staff

$2,426
3,742 $1,316

To recognize the total of the test year supported expenses.

D OFFICE SUPPLIES a. EXPENSE - Per Company
Per Staff

$1,388
796 ($592)

To reflect the documented test year expenses.

E OUTSIDE SERVICES -
Per Staff

Per Company $20,171
20,363 $192

To remove unsupported amount of $60 and to add $252
for reclassification of water testing expense.

F WATER TESTING -
Per Staff

Per Company $2,208
1 ,956 ($252)

To reclassify invoices to outside services.



DESCRIPTION

Plant In
Service

Per Staff

Nor Depreciable
or Fully Depreciated

Plant

Depreciable
Plant

(Col A - Col B'
Depreciation

Rate

Depreciation
Expense

(Col C X Col D)

Groom Creek Water Users Association
Docket NO. W-01865A-07-0385 & 07-0384
Test Year Ended December 31, 2006

Schedule BCA-3
Page 3 of 4

G $4,871
863

DEPRECIATION - Per Company
Per Staff

To reflect application of Staff's recommended depreciation rates to
Staff's recommended plant, by account.

($9,008)

Pro Forma Annual Depreciation Expense:

Operating Income Adjustment G
[A]

Test Year Depreciation Expense
[B] [C] [DI [E]

$12,579 $ $ 12,579 314

12,000
8,632
9,138

12,000
8,632
9,138

8.661
728

45,061
127,823
29,795

6,921

8,661
728

45,061
127,823
29,795

6,921

3,913
1 ,444

3,913
1,444

301 - intangibles
302 - Franchise Cost
303 - Land and Land Rights
304 - Structures and Improvements
307 - Wells & Spring
310 - Power Generation Equip.
311 - Electric Pumping Equipment
320 - Water Treatment Equipment
330 - Distribution Reswr 8. Standpipe
331 - Transmission 8¢ Distr, Mains
333 - Services
334 - Meter
335 - Hydrants
339 - Other Plant & Misc Equipment
340 - Office Furniture and Fixtures
341 - Transportation Equipment
343 - Tools 8< Work Equipment
345 - Power Operated Equipment
347 - Miscellaneous Equipment
Total Plant

1 ,773
15,476

1,773
4,500 10,976

2.50% $
0.00%
0.00%
3.33%
3.33%
5.00%

12.50%
3.33%
2.22%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%

20.00%
5.00%
5.00%

10.00%
549

$283,944 $260,389 $23,555 $863

Composite Depreciation Rate (Depr Exp I Depreciabie Plant):
CIAC:
Amortization of CIAC (Line 25 x Line 26);

3.66%
$
$

$
$

863

$ 863

Depreciation Expense Before Amortization of CIACQ
Less Amortization of CIAC:

Test Year Depreciation Expense - Staff:
Depreciation Expense - Company:
Staff's Total Adjustment:

$ 4,871
$ (4,008)



Groom Creek Water Users Association
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Test Year Ended December 31, 2006

Schedule BCA~3
Page 4 of 4

H $1.578
0

INCOME TAX - Per Company
Per Staff

To remove income tax expense Claimed, for which Company is not liable.
Company did not apply for and receive income tax exemption under
the Internal Revenue Code, Section 501 ( C ).

($1,578)



:,=.

Companv Current 3/4-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier .. 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Companv Proposed 3/4-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 3/4-inch Meters
Tier One Rate - 0 - 3,000 gallons
Tier Two Rate - 3,001 - 10,000 gallons
Tier Three Rate - Over 10,000 gallons

ComDanv Current 5/8 x 3/4-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Companv Proposed 5/8 X 3/4-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 5/8 x 3/4-inch Meters
Tier One Rate - 0 - 3,000 gallons
Tier Two Rate - 3,001 - 10,000 gallons
Tier Three Rate - Over 10,000 gallons

Gallons in Minimum

Docket No. W-01865A-07-0385 & 07-0384
Test Year Ended December 31, 2006

Groom Creek Water Users Association

Monthly Usage Charge
5/8" x 3/4" Meter

3/4" Meter
1" Meter

1%" Meter
2" Meter
3" Meter
4" Meter
6" Meter

4 8

$14.00
17.25
28.75
57.50
92.00

172.50
287.50
575.00

Present

Rates

3.00
3.50
4.00
8.00

3.00
3.50
4.00
8.00

0.00

Company
$42.00

-Proposed Rates-

8.00
10.00
12.00

5.50
8.00

10.00
12.00

5.50

Schedule BCA-4
Page 1 of 4

N/A 3
N/A
N/A 8
N/A Q
N/A3
N/A 8
N/A

. 4

Staff



Groom Creek Water Users Association
Docket No. W-01865A-07-0385 & 07-0384
Test Year Ended December 31. 2006

Schedule BCA-4
Page 2 of 4

,9'

/£9
* RATE DES IGN

Present -Proposed Rates-
Rates Company Staff

3.00
3.50
4.00
8.00

5.50
8.00

10.00
12.00

Monthly Usage Charge
Companv Current 1-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier .. 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Companv Proposed 1-inch Meters
First Tier - 1 001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 1-inch Meters
Tier One Rate - 0 - 12,000 gallons
Tier Two Rate - Over 12,000 gallons

6.65
16.00

3.00
3.50
4,00
8.00

5.50
8.00

10.00
12.00

Comoanv Current 1 5-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier .. 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier ... Over 10,000 gallons
Comoanv Proposed 1.5-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 1,5-inch Meters
Tier One Rate - 0 - 18,000 gallons
Tier Two Rate - Over 18,000 gallons

8.65
* 16.901

3.00
3.50
4.00
8.00

E £ 3
44 .4»¥"

5.50
8.00

10.00
12.00

12°

Comparlv Current 2-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 10,000 gallons
Fourth Tier - Over 10,000 gallons
Companv Proposed 2-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 2-inch Meters
Tier One Rate .. 0 - 25,000 gallons
Tier Two Rate - Over 25,000 gallons

4

6.659
"l6,00»



Groom Creek Water Users Association
Docket No. W-01865A-07-0385 & 07-0384
Test Year Ended December 31. 2006

Schedule BCA-4
Page 3 of 4

RATE DESIGP
4=»Q* **< 4 Al* lr?.=»r

Present
Rates

-Proposed Rates-
Company Staff

3.00
3.50
4.00
8.00

5.50
8 00

10 00
12.00

Monthly Usage Charge
Companv Current 3-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Companv Proposed 3-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 3-inch Meters
Tier One Rate - 0 - 43,000 gallons
Tier Two Rate - Over 43,000 gallons

6.66
16.00

3.00
3.50
4 00
8.00

44/

5.50
8 00

10 00
12.00

Companv Current 4-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Companv Proposed 4-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 4-inch Meters
Tier One Rate - 0 - 63,000 gallons
Tier Two Rate - Over 63,000 gallons

645;
16,90

3.00
3.50
4,00
8.00

5.50
8.00

10.00
12.00

Companv Current 6-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Companv Proposed 6-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 6-inch Meters
Tier One Rate - 0 - 123,000 gallons
Tier Two Rate - Over 123,000 gallons

6.65
16,80



Service Charges
Establishment
Establishment (After Hours)
Reconnection (Delinquent)
Meter Test (If Correct)
Deposit
Deposit Interest Per Annum
Re-Establishment (Within 12 Months)
NSF Check
Deferred Payment - Per Month
Meter Re-Read (if Correct)

Late Payment Charge-per Month

Monthly Service Charge for Fire Sprinkler
4" or Smaller
6"
8"

10"
Larger than 10"

Service Line and Meter Installation Charges
5/8" X 3/4" Meter

3/4" Meter
1" Meter

1 %" Meter
2" Meter
3" Meter
4" Meter
6" Meter

Groom Creek Water Users Association
Docket No. w-0t 865A-07-0385 a 07-0384
Test Year Ended December 31, 2006

4*

$450.00
515.00
590.00
820.00

1,380.00
1,935.00
3,030.00
5,535.00

$10.00
0.00

10.00
7.50

Present
Rates

$0.00
`0.00
0.00
0.00
0.00

14.00
25.00
5.00

10.00
0.00

*

*

-Proposed Rates-
Company Staff

$7,500.00

$75.00
0.00

50.00
25.00

75.00
40.00

$0.00
0.00
0.00
0.00
0.00

25,00
10.00 g

10.00

N/A .
N/A
N/A
N/A
N/AT"
N/A
N/A

s

G

-Recomm
Service Line

Charge
$ 385.00

385.00
435.00
470.00
630.00
805.00

1,170.00
1,730.00

Schedule BCA-4
Page 4 of 4

ended-
Meter

Charge
$ 135.00

215.00
255.00
465.00
965.00

1,470.00
2,350.00
4,545.00

*

* *

***

Per Commission Rules (R14-2-403.B)
Months off system times the minimum (R14-2-403.D)
1.00% of Monthly Minimum for a Comparable Sized Meter Connection,
but no less than $5.00 per month. The Service Charge for Fire Sprinklers
is only applicable for service lines seperate and distinct from the primary
water service line.



Gallons
Consumption

Average Usage

Median Usage

Staff Recommend

Average Usage

Median Usage

Company Proposed

Groom Creek Water Users Association
Docket NO. W-01865A-07-0385
Test Year Ended December 31, 2006

0
1 ,000
2,000
3.000
4,000
5,000
6.000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

Average Number of Customers: 228

/ * A W

Q 4 8 ;

8» .

General Service 5/8 X 3/4 - Inch Meter

Present & Proposed Rates (Without Taxes)
General Service 5/8 X 3/4 - Inch Meter

$14.00
17.00
20.00
23.00
26.50
30.00
33.50
37.50
41 .50
45.50
49.50
89.50

129.50
169.50
369.50
569.50
769.50
969.50

1,169.50
1,369.50
1,569.50

Present
Rates

Gallons

2.433

1,532

2,433

1,532

$42.00
42.00
47.50
53.00
58.50
64.00
69.50
77.50
85.50
93.50

101 .50
151 .50
201 .50
261.50
561 .50
861 .50

1,161 ,50
1,461 .50
-1 ,761 .50
2,061 .50
2,361 ,50

Company
Proposed

Rates

$18.60

$21.30

$18.60

$21 .30

Present
Rates

Proposed
Rates

Increase

200.0%
147.1% .
137.5% .
130.4%
120.8% i
113.3% 4
107.5% .
106.7%
106.0% .
105.5% s
105.1% . '

69.3% -
55.6% .
54.3% .
52.0% ..
51.3%. -
50.9%
50.7%
50.6% .
50.5% .
50.5%

$29.29

$33.28

$44.93

$49.88

P

242 334
322 34

Dollar
Increase

$10.69

$11.98

$26.33

$28.58

6

3

8

26

2

9

1; 38

SI

34

74

79.

aft

Schedule BCA-5
Page 1 of 1

%
Increase

Percent
Increase

60.7%
58.4%
56.8%
55.6%
60.2%
63.6%
66.4%
66.4%
66.4%
66.4%
66.3%
81.4%
87.1 %
90.2%
95.5%
97.1 %
97.8%
98.3%
98.6%
98.8%
98.9%

141.6%

134.2%

57.5%

56.2%



Groom Creek Water Users Association
Docket No. W-01865A-07-0385 & 07-0384
Test Year Ended December 31 , 2008

.731
C

Schedule BCA- 6
Page 1 of 1

Test Year Income Statement, Capital Structure and Pro Forma Based on Audit
Including Immediate Effects of the Proposed Debt

INCOME STATEMENT

December 31, 2006 Pro Fo/ma

$57,132 $118,879Operating Revenue:
Operating Expenses;
Purchased Water/Pumping Power
Admin. 8. General
Maintenance & Testing
Depreciation (d)
Property Taxes
Other taxes

Total Operating Expense

$3,501
27,238
4,634
4,871
2,502

0

$42,745

$3,451
26,839
5,698

863
2,502

0

$39,353

Pre-Tax Operating Income (a) $14,386 $79,526

Interest Income
Interest Expense (b)

$5,330
7,910

$4,590
46,692

Pre-Tax Net Income $11,806 $37,423

Principal Repayment (c)
Reserve/Replacement Deposit (e)

$6,498
O

$ 17,633
10,005

1.82 1.70
TIER (Times Interest Earned Ratio)

(a) + (b)
DSC

Ia) + (d)1 + [(b) + (cm 1.34 1.25

CAPITAL STRUCTURE

Short-term Debt $7,210 3.3% $ 17,632.67 2.6%

Long-term Debt $145,959 66.1% $632,440 92.4%

Common Equity $57,704 30.7% $34,380 5.0%

Total Capital $220,873

IA

100.0% $684,453 100.0%



A n

Atta chme nt A

\.
E n g in e e r in g  Re p o r t  fo r  G ro o m  Cre e k  Wa te r
Us ers  As s ocia tion

Docke t No. W-01865A-07-0385 (Ra te s )

By:  Ma rlin  S c o tt , J r . 44/M
Utilitie s  Eng ine e r

1
January 25, 2008

CO NCLUS IO NS

Groom Cre e k Wa te r Use rs  Associa tion ("Associa tion") ha s  a  wa te r los s  of 7%, which is
be low the  ta rge ted 10% leve l.

The  Associa tion sys tem's  current two we ll source  and s torage  capacitie s  a re  adequa te  to
serve its present customer base and reasonable growth.

The  Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ") re porte d no de ficie ncie s
a nd ha s  de te rmine d tha t the  Associa tion's  sys te m, PWS #13-040 is  curre ntly de live ring
wa te r tha t me e ts  the  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code ,
Title  18, Chapte r 4.

The  Associa tion reported its  a rsenic concentra tion for its  two we lls  a t le ss  than 1 pa rt pe r
billion ("ppb"). Ba s e d on this  a rs e nic conce ntra tion, the  As s ocia tion is  in complia nce
with the  new arsenic s tandard of 10 ppb.

The  Associa tion is  not loca te d in a n Active  Ma na ge me nt Are a  ("AMA") a nd the re fore , is
not subj act to any AMA reporting and conserva tion requirements .

The  Associa tion has  no de linquent Commission compliance  issues .

The  As s ocia tion ha s  a n a pprove d curta ilme nt ta riff tha t be ca me  e ffe ctive  on Ma y 25,
2005.

R E C O MME NDATIO NS

Staff recommends an annual water testing expense  of $1,956 be  used for purposes of this
a pplica tion a nd furthe r re comme nds  tha t the  re ma ining $252 of the  re porte d $2,208 be
classified as  part of the  water opera tor's  fee ,

E.

D.

2.

B.

F.

A.

G.

C.

1.

S ta ff recommends  tha t the  Associa tion use  S ta ffs  deprecia tion ra te s  de linea ted in Table
B.

I



Groom Creek Water Users  Associa tion
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S ta ff re comme nds  a pprova l of S ta ffs  S e rvice  Line  a nd Me te r Ins ta lla tion Cha rge s  a s
de linea ted in Table  C.

4.

3.

S ta ff re comme nds  tha t the  Associa tion file  a  ba ckflow pre ve ntion ta riff in the  font found
on  the  Commis s ion 's  we bs ite  a t www.a zcc.gov/divis ions /utilitie s /forms /Cross _.c.pdf.
This  ta riff s ha ll be  docke te d a s  a  complia nce  ite m in this  docke t within 45 da ys  of the
e ffective  da te  of an orde r in this  proceeding for review and ce rtifica tion by S ta ff.
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Generator 15 kW propane

Plant Items We ll #1

I

Well #2

Casing Size 8-lnch 6-inch

Caslng Depth 190 ft. 240 ft.

Submersible Pump 3-Hp

Pumping Rate 45 GP M

Chlorina tion Liqu id

Me te r Size l-1/2" X 299

25 GP M

Liqu id

l-1/2" X 2"

Storage Tanks Two 44,000 gal. 5,000 gal.

Booster Pumps Two 5-Hp 5-Hp

Two 75 ga l.Pressure Tanks 3,000 gal.

Cha in Link Fenclng 60 ft. x 60 ft. 40 ft. x 40 ft.

Diameter
!
I Ma te ria l Le ngth a

3 -men Transite 2,950 ft.

4-mch Transite 8,200 ft.

5-lnch Transite 2,050 ft.

6-1nch Transite 5,650 ft.

I

4
Tota l: 18,850 ft.

I
I

Groom Creek Wate r Users  Associa tion
Docke t No. W-01865A-07-0385
Page 4

A.  L O C AT IO N O F  AS S O C IAT IO N

G ro o m Cre e k W a te r Us e rs  As s o c ia tio n  ("As s o c ia tio n ") s e rve s  a  c o mmu n ity lo c a te d
a pproxima te ly five  mile s  s outh of P re s cott. Figure  l s hows  the  loca tion of the  As s ocia tion
within Ya va pa i County a nd Figure  2 s hows  the  ce rtifica te d a re a  cove ring a pproxima te ly 1/8
square-mile  or 80 acres.

B .  DES CRIP TION OF THE WATER S YS TEM

The  wa te r s ys te m  wa s  He ld  ins pe c te d  on  Augus t 21 ,  2007,  by Ma rlin  S cott,  J r. ,  S ta ff Utilitie s
Engine e r,  in  the  a ccom pa nim e nt o f J e rry Hodgs on ,  P re s ide n t o f the  As s oc ia tion .  The  curre n t
s ys te m  c o n s is ts  o f two  we ll s ite s ,  two  b o o s te r  s ys te m s  a n d  a  d is t r ib u t io n  s ys te m  s e win g
a pproxim a te ly 225  cus tom e rs .  A s ys te m  s che m a tic  is  s hown a s  F igure  3  a nd  a  de ta ile d  p la n t
fa c ility lis ting is  a s  follows :

Table  1. Well S ite s

Table  2. Wate r Mains



Size Quantity\
5/8 x 3/4-1nch 225

I 3/4-1nch

1
225

1- inch

l~1 /2-mch

Z-lnch
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Table  3. Customer Mete rs

I

I

Figure  1. Yavapa i County Map
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Figure  2. Ce rtifica ted Area
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Figure  3. System Schematic
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c .  W ATE R US E

Wa te r S o ld

Figure  4 repre sents  the  wa te r consumption da ta  for the  te s t yea r 2006. The  actua l consumption
wa s  low due  to us a ge  re fle cte d prima rily by only 40 pe rce nt of the  cus tome rs  be ing full-time
res idences . A high monthly usage  of 123 ga llons  pe r day ("GPD") pe r connection in June  and a
low monthly wa te r use  of 55 GP D pe r conne ction in Ma rch we re  e xpe rie nce d, for a n a ve ra ge
monthly use  of 79 GPD per connection.
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Figure  4. Wa te r Us e

\

Non-Account Water

Non-account water should be 10% or less. The Association reported 7,022,450 gallons of water
pumped and 6,535,780 gallons of water sold, resulting in a water loss of 7%. This 7% is below
Staff" s recommended level of l0° o.

S vs tem An a lvs is

The system's current two source well capacity totaling 70 GPM and 93,000 gallons of storage
capacity is adequate to serve approximately 320 service connections. The system currently has
225 connections. Therefore, this system can adequately serve its current customer base and
reasonable growth.
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D.  G R DWTH

Based on cus tomer da ta  obta ined from the  Associa tion's  Annua l Reports , it is  projected tha t the
Associa tion could ha ve  a pproxima te ly 235 cus tome rs  by 2011. Figure  5 de picts  a ctua l growth
from 1991 to  2006 a nd proje cts  a n  e s tima te d  growth  for the  ne xt five  ye a rs  us ing  line a r
regression ana lysis .

24a *4~» .44 1

zoo

QB 210

200

19D

180
91 92 93 94 as 97 99 m oz on

+ GroomCreek - Linear(Goo m Creek) i

Figure 5. Growth Projection
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E .  AR IZO NA DE P AR TME NT O F E NVIR O NME NT AL Q UALIT Y (" ADE Q " )
C O MP LIANC E

Compliance

According to an ADEQ Compliance  S ta tus  Report, da ted June  12, 2007, tha t was  submitted with
the  ra te  applica tion, ADEQ reported no de ficiencie s  and ha s  de te rmined tha t the  Associa tion's
s ys te m, P WS  #13-040, is  curre ntly de live ring wa te r tha t me e ts  the  wa te r qua lity s ta nda rds
required by Arizona  Adminis tra tive  Code , Title  18, Chapte r 4.

Wate r Tes ting Expens e

The  As s ocia tion is  s ubje ct to ma nda tory pa rticipa tion in the  Monitoring As s is ta nce  P rogra m
("MAP "). S ta rting J a nua ry 1, 2002, wa te r compa nie s  pa id a  fixe d $250 pe r ye a r fe e , plus  a n

zap

14. 4



Monitoring
(Tests per 3 years, unless noted.)

Cost per
test

No. of
tests

Annua l
Cos t

Tota l conform m onthly $69 1 2 $828

Inorganics P riority P ollutants MAP MAP MAP

Radiochemlca l -- pe r 4 yea rs MAP MAP

Phase II and V:

Nitra te a nnua l $55 2

Nltrlte  ...- once  per pe riod MAP MAP

Asbestos per 9 years MAP MAP

MAP  ...- IOns , S OCs , & VOCs MAP MAP

Lead & Copper - per 3 years $45 5

D/DBP :

TTHM/HH5 - per 3 years $335 1

Tota l

MAP

$110

MAP

MAP

$1,956

MAP

MAP

## $831

$75

$112

Groom Cre e k Wa te r Us e rs  As s ocia tion
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a dditiona l fe e  of $2.57 pe r s e rvice  coime ction, re ga rdle s s  of me te r s ize  for pa rtic ipa tion in MAP .
P a rtic ipa tion in the  MAP  progra m  is  m a nda tory for wa te r s ys te m s , which s e rve  le s s  tha n 10,000
pe rsons  (a pproxima te ly 3,300 s e rvice  conne ctions ).

The Association reported its water testing expense at $2,208 during the test year by combining
water testing costs and a portion of water operator's fees. Staff has reviewed these expenses and
has recalculated the annual expense by adding the omitted monitoring requirements for lead &
copper and Disinfection/Disinfection By-Product ("D/DBP"). Annual D/DBP monitor ing
applies to any public water system that adds a halogenated disinfectant during the treatment
process. The Association chlorinates its wells and therefore, is required to monitor for D/DBP.
Table A shows Staffs adjusted annual monitoring expense estimate of $1,956 with participation
in the MAP.

Ta ble  A. Wa te r Te s ting Cos t

## Note: ADEQ - MAP invoice for the 2007 Calendar Year is $830.82

Staff recommends an annual water  testing expense of $1,956 be used for  purposes of this
application and further recommends that the remaining $252 of the reported $2,208 be classified
as part of the water operator's fee.



ENARUC
Acct. No, Depreciable Plant

Ave ra ge
S e rvice  Life

(Ye a rs )

An n u a l
Ac c rua l

Ra te  (%)

304 Structures & Improvements 30
i

305 Colle c ting & Impounding Re s e rvoirs 40

La ke , Rive r, Ca na l Inta ke s 40

Wells & Sprigs 30

In filtra tion  Ga lle rie s 15
Raw Water Supply Mass 50

3.33

3.33

6.67

2.50

2.50

3.33

2.00

306

307

308

3094
I

1
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Arsenic

The Association reported its arsenic concentration for its two wells at less than l part per billion
("ppb"). Based on this arsenic concentration, the Association is in compliance with the new
arsenic standard of 10 ppb.

F. ARIZONA DEPARTMENT OF WATER RESOURCES COMPLIANCE

The Association is not located in an Active Management Area ("AMA") and therefore, is not
subj et to any AMA reporting and conservation requirements.

G. ARIZONA CORPORATION COMMISSION COMPLIANCE

A check with the Utilit ies Division Compliance Section showed no delinquent Commission
compliance issues for the Association.

H. DEPRECIATION RATES

The Association has been using a depreciation rate of 5.00% in every National Association of
Regulatory Utility Commissioners ("NARUC") plant category. In recent orders, the Commission
has been shifting away from the use of composite rates in favor of individual depreciation rates
by NARUC category. (For  example,  a  uniform 5% composite ra te would not  rea lly be
appropriate for either vehicles or transmission mains and instead, different specific retirement
rates should be used.)

Staff has developed typical and customary depreciation rates within a range of anticipated
equipment life. These rates are presented in Table B and it is recommended that the Association
use depreciation rates by individual NARUC category on a going-forward basis.

Table B. Depreciation Rates



330.2 5.00

331I

343

Transmission & Distribution Mains 50 2.00

Services 30 3.33

Me te rs 12 8.33

Hydra n ts 50 2.00

5.00

Backflow Prevention Devlces 15

Other P lant & Misc Equlpment 15

Office  Furn itu re  & Equlpme nt 15

Computers & Software 5

Tra ns porta tion Equlpme nt 5

Stores Equipment 25

Tools , S hop & Ga ra ge  Equipme nt 20

344 Labora tory Equipment 10 I10.00
I

345

346

P owe r Ope ra te d Equipme nt 20 5.00

Communica tion Equlpment 10

347

348

Misce llaneous Equlpment 10 10.00

Othe r Ta ngible  P la nt

310 P owe r Ge ne ra tion Equipme nt 20 5.00

311 Pumping Equipment 8 12.5

320 Water Treatment Equipment
Nr.s

: 34 f '
53."/

320.1 Water Treatment Plants 30 3.33

320.2 S olution Che mica l Fe e de rs 5 20.0

330 Dis tribution  Re s e rvoirs  & S ta ndpipe s
W

* v 2:
? , i

330 .1 S tora ge  Ta nks 45 2.22

P re s sure  Ta nks 20

333

334I
335

336

339

340

340.1

341

342

6.67

6.67

6.67

20.00

20.00

4.00
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NOTES :

These depreciation rates represent average expected rates. Water companies may
experience different rates due to variations in construction, environment, or the physical
and chemical characteristics of the water.

Acct. 348, Other Tangible  Plant may va ry from 5% to 50%. The  deprecia tion ra te  would
be set in accordance with the specific capita l items in this account.

1 .  O THE R  IS S UE S

1. S e rvic e  Lin e  a n d  Me te r In s ta lla t io n  Ch a rg e s

The  As s ocia tion ha s  re que s te d a  cha nge  in  its  s e rvice  line  a nd m e te r ins ta lla tion cha rge s .  The
Associa tion's  re que s te d cha nge  re la te s  to a  re que s t for a n impa ct fe e  of $7,500 for only the  5/8 X
3/4-inch m e te r. Afte r S ta ff d is cus s ions  with  the  As s oc ia tion ,  the  As s oc ia tion  unde rs tood  the
d iffe re nc e  be twe e n  a n  im pa c t fe e  (hook-up  fe e ) a nd  the  s e rv ic e  line  a nd  m e te r in s ta lla tion

2.

1 .



Meter S ize
Association's

Current
Charges

Recommended
Servlce Line

Charges

I

I
f

Recommended
Me te r

Charges

Recommended
Total Charges

$450 $385
1
I

I

1 $135 $520
I

3/4-1nch $515 $385
I,

$215 $600

1 -men $590 l

$435

1-1/2-lnch $820 $470

$1,170
I

2-lnch $1,380

3  - c h $1,935

4-meh $3,030

$255 $690

$465 $935

$630

$805

$965

$1,470

$2,350

$1,595

$2,275

$3,520

6-mch $5,535
.
I $1,730 $4,545
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cha rge s .  As  a  re s ult of th is  d is cus s ion ,  the  As s oc ia tion  ha s  a gre e d  to  the  h ighe r e nd of S ta ffs
cus tom a ry ra nge  of cha rge s . S ince  the  Com pa ny m a y a t tim e s  ins ta ll m e te rs  on e xis ting s e rvice
line s ,  it would be  a ppropria te  for s om e  cus tom e rs  to  only be  cha rge d for the  m e te r ins ta lla tion.
The re fore ,  S ta ff re com m e nds  a pprova l of the  "to ta l" cha rge s  a s  s hown in  Ta ble  C be low, with
se pa ra te  ins ta lla tion cha rge s  for the  se rvice  line  a nd me te r ins ta lla tions .

Table  C. Se rvice  Line  and Mete r Ins ta lla tion Charges

As  s ta te d a bove , the  As s ocia tion re que s te d a  $7,500 impa ct fe e  for ne w s e rvice  conne ctions  for
only a  5/8 x 3/4-inch m e te r ins ta lla tion. According to the  As s ocia tion, the  a m ount of this  im pa ct
fe e  wa s  "ta ke n out of the  a ir". S ta ff ha s  re vie we d this  impa ct fe e  re que s t a nd cons ide rs  it s imila r
to  a n  O ff-s ite  F a c ilit ie s  Ho o k-Up  F e e  ("HUF ").  In  th is  c a s e ,  d u e  to  m in im a l g ro wth  (2  n e w
s e rv ice  conne c tions  pe r ye a r) a nd  lim ite d  growth  (43  unoccupie d  lo ts  re m a in ing),  it is  S ta ff s
opinion tha t this  As s ocia tion is  not a  good ca ndida te  for a  HUF.

2. Cu r t a ilm e n t  Ta r iff

The Associa tion has  an approved curta ilment ta riff tha t became effective  on May 25, 2005.

3. Ba c kflo w P re ve n t io n  Ta r iff

The  As s ocia tion doe s  not ha ve  a n a pprove d ba ckflow pre ve ntion ta riff.  S ta ff re com m e nds  tha t
the  As s oc ia tion file  a  ba ckflow pre ve ntion ta riff in  the  font found on the  Com m is s ion 's  we bs ite
a t www.a zcc .gov/d iv is ions /u tilitie s /fonns /Cros s  cpd T h is  t a r iff  s h a ll b e  d o c ke t e d  a s  a
complia nce  ite m in this  docke t within 45 da ys  of the  e ffe ctive  da te  of a n orde r in this  proce e ding
for re vie w a nd ce rtifica tion by S ta ff
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M E M O R A N D U M

DATE : January 18, 2008

TO: Bre nda n Ala di
P ublic Utilitie s  Ana lys t III
Utilitie s  Divis ion

FROMM Ma rlin S cott, J r.
Utilitie s  Engine e r
Utilitie s  Divis ion

W

Groom Creek Wate r Users  Associa tion
Docke t No. W-0l865A-07-0384 (Fina ncing)

Introduction

Groom Cre e k Wa te r Us e rs  As s ocia tion  ("As s ocia tion") ha s  s ubmitte d  a  fina ncing
a pp lica tion  to  ob ta in  a  line  o f cre d it in  the  a mount o f $500 ,000  fo r a  wa te r ma in
re pla ce me nt proje ct. The  As s ocia tion ope ra te s  a  wa te r s ys te m five  mile s  s outh of
Prescott in Yavapa i County.

Exis ting  Wate r Sys tem

The  exis ting sys tem cons is ts  of two we lls  (tota ling 70 ga llons  pe r minute ), three  s torage
ta nks  (tota ling 93,000 ga llons ), a nd a  dis tribution s ys te m s e rving a pproxima te ly 225
cus tome rs . The  e ntire  dis tribution sys te m cons is ts  of Tra ns ite  (a sbe s tos -ce me nt) pipe s
ranging from 3-inch to 6-inch for a  tota l of 18,850 fee t.

According to the  Associa tion, the  Transite  pipes  a re  over 50 years  old a rid fa iling, causing
nume rous  le a ks . In a ddition, the  Ya va pa i County Roa d De pa rtme nt will be  initia ting a
pa ve me nt proje ct of a ll County roa ds  within the  As s ocia tion's  s ubdivis ion. Ba s e d on
these  factors , the  Associa tion is  seeking to upgrade  its  water dis tribution mains  before  the
Yavapai County grading and pavement prob ects are  implemented.

Fina nc ing  Applic a tion

The  Associa tion is  re que s ting a  line  of cre dit a pprova l in the  a mount of $500,000 for a
water dis tribution main replacement prob act tha t will consis t of:

o

RE:

1 .

2 .

Replacement of a ll Transite  pipes  with PVC - C900 pipes , approximate ly 3.6 miles
Ins ta lla tion of ga te  va lves  and blow-off va lves
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3.
4.
4.

Replacement of a ll exis ting se rvice  lines , 225 each
Replacement of water meters , 225 each
Insta lla tion of 43 remaining se rvice  taps  for lecture  se rvices

The  Associa tion is  a lso propos ing to incre a se  its  s tora ge  ta nk ca pa city a nd is  e xploring
the  poss ibility of ins ta lling fire  hydrants  on the  new dis tribution ma ins .

Project Costs

S ta ff conta cte d the  Wa te r Infra s tructure  Fina nce  Authority a nd wa s  informe d tha t the
Associa tion wa s  gra nte d a  te chnica l a s s is ta nce  gra nt for e va lua tion of its  wa te r sys te m
improve me nt proje cts . On De ce mbe r 14, 2007, on be ha lf of the  Associa tion, Da mon S .
Willia ms  As s ocia te s , LLC ("DS WA") s ubmitte d cos t e s tima te s  for the  As s ocia tion 's
improve me nts  proje cts  cons is ting of the  dis tribution s ys te m improve me nts , a dditiona l
s tora ge  ca pa city, a dditiona l boos te r pumping ca pa city, a nd dis infe ction provis ions .
DSWA estimated the  tota l cost of these  prob acts to be  $2,974,952

In orde r to ma tch the  Associa tion's  fina ncing re que s t of $500,000, S ta ff re que s te d a nd
wa s  provide d by DS WA a  re vis e d s pre a ds he e t for the  dis tribution ma in re pla ce me nt
proje ct e s tima te d a t $491,134. This  re vis e d proje ct e s tima te , ca lle d the  "S ta ge coa ch
Option", would re pla ce  the  dis tribution ma ins  in pha s e s  a nd the  S ta ge coa ch Option
would be  the  firs t phase  tha t would replace  6,000 fee t of the  approxima te  21,000 fee t of
water mains. The Stagecoach Option spreadsheet is  a ttached.

S ta ff ha s  re vie we d the  S ta ge coa ch Option, the  firs t pha s e  of the  dis tribution ma in
re pla ce me nt proje ct, a nd finds  its  cos t e s tima te  of $491,134 to be  a ppropria te  a nd
reasonable  for purposes of this  financing request.

Arizona Department of Environmental Quality ("ADEQ") Compliance

Compliance

According to an ADEQ Compliance  S ta tus  Report, da ted June  12, 2007, ADEQ reported
no de ficie ncie s  a nd ha s  de te rmine d tha t the  As s ocia tion's  s ys te m, P WS  #13-040, is
curre ntly de live ring wa te r tha t me e ts  the  wa te r qua lity s ta nda rds  re quire d by Arizona
Adminis tra tive  Code , Title  18, Chapte r 4.

Conclusion

The  As s ocia tion s ubmitte d a  fina ncing re que s t for $500,000 for the  wa te r dis tribution
main replacement project. S ta ff has  reviewed the  S tagecoach Option, the  firs t phase  of
the  dis tribution ma in re pla ce me nt proje ct, a nd finds  its  cos t e s tima te  of $491,134 to be
appropria te  and reasonable  for purposes  of this  financing reques t. No "used and use ful"
de te rmina tion of the  proposed project items was made  and no particula r trea tment should
be  inferred for ra te  making or ra te  base  purposes in the  future .


